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COMMENT OF mncoalgasplant.com

Mncoalgasplant.com, Intervenor in multiple Excelsior Energy Mesaba Project dockets,
submits this comment in response to the Commissions June 6, 2012 Notice. The Commission
seeks comments on Excelsior Energy’s request of May 21, 2012, and frames the issues as
whether the Site and Route Permits are valid for the natural gas-fired generation facility now
proposed at the same site, and Commission confirmation that no additional environmental review
is required under state law.

Excelsior Energy is proponent of the Mesaba Project, a coal gasification that received
extensive regulatory exemptions and benefits as a part of the 2003 Prairie Island legislation. At
issue now is that Excelsior Energy proposes a natural gas plant at the same location, succeeded
in passage last session of additional regulatory exemptions and benefits found in Minn. Stat.

§216B.1694, Subd. 3:



216B.1694 INNOVATIVE ENERGY PROJECT.
Subd. 3.Staging and permitting.

(a) A natural gas-fired plant that is located on one site designated as an innovative energy project site under
subdivision 1, clause (3), is accorded the regulatory incentives granted to an innovative energy project
under subdivision 2, clauses (1) to (3), and may exercise the authorities therein.

(b) Following issuance of a final state or federal environmental impact statement for an innovative energy
project that was a subject of contested case proceedings before an administrative law judge:

(1) site and route permits and water appropriation approvals for an innovative energy project must also be
deemed valid for a plant meeting the requirements of paragraph (a) and shall remain valid until the earlier
of (i) four years from the date the final required state or federal preconstruction permit is issued or (ii) June
30, 2019; and

(2) no air, water, or other permit issued by a state agency that is necessary for constructing an innovative
energy project may be the subject of contested case hearings, notwithstanding Minnesota Rules, parts
7000.1750 to 7000.2200.

L EXCELSIOR ENERGY MUST SUBMIT AN AMENDED APPLICATION FOR
REVIEW AND DETERMINATION OF WHETHER THE MINN. STAT.
§216b.1694, Subd. 3 APPLIES.

Excelsior Energy is seeking assurance, prior to filing an Air Permit application with the
MPCA that no additional environmental review is required. Under the statute, a number of
provisions are triggered, but before that analysis, the Excelsior Energy proposal needs some
scrutiny. Excelsior Energy must submit an amended application to the Commission with
sufficient detail to allow for determination of applicability of the statute.

First, what is proposed? We don’t know. All we know is the information gleaned from
the filings of May 31,2012 and June 26, 2012. That’s not enough.

Excelsior states:

Furthermore, because Excelsior is simply planning to construct a subset of the Project

that will fit within the physical and environmental footprint and reduce the impacts

relative to those examined in the Project’s Final EIS, there would be no value to
conducting additional environmental review with the intention of revising that

document.

Excelsior Letter of May 31, 2012 (emphasis added).



The language used by Excelsior Energy raises question. First the use of the modifier
“simply” is a red flag that it is anything but. Next comes “planning to construct a subset of the
Project.” That has not been demonstrated by Excelsior, thus far all that has been provided is
forward looking statements without substance. This project has a long history as a “vaporware”
project, and there is no reason to presume that anything has changed. The Commission should
exercise due diligence and require that Excelsior submit detailed plans in the form of an
amended application, and review those plans sufficient to verify that it indeed is a “subset of the
Project.” Reviewal of plans is necessary to verify Excelsior’s plan.

Excelsior goes on to state:

Excelsior would plan to construct the gasification if and when it becomes
feasible to do so from economic and regulatory standpoints.

Excelsior Letter of June 26, 2012, p. 1 (emphasis added). In that letter, Excelsior Energy
attached a “Matrix Table Identifying Differences between IGCC and NGCC.” This chart is so
devoid of substantive information that it is worthless, i.e., CTG/HRST with no identification of
specifics, as with each other “Major process equipment” line item. See Affidavit of Ron Rich,
attached as Exhibit A:

I have reviewed the filings of Excelsior Energy regarding confirmation from the
Commission regarding Minn. Stat. $2168.1694, Subd.3 including whether the proposed
plant is truly "innovative 'and compatible with the coal gasification island and thus can
only rely on the overly favorable emission estimates provided by Excelsior Energy (EE)
or whether the actual emissions from the many similar standard NGCC facilities located
throughout the U.S. should be considered instead - requiring additional environmental
review to more accurately assess the plant's impact. More information is needed about the
specific components beyond simple identification of "Major process equipment" such as
"CTG/HRSG" or "cooling towers" to determine what emissions standards are
appropriate.

Exhibit A, Affidavit of Ron Rich, p. 1.

Explaining the differences between its “plan” for a a natural gas plant and IGCC,



Excelsior Energy states:

Minn. Statute 1694.216B, Subd. 3 (sic) does not contemplate any comparison of

the integrated gasification combined cycle (“IGCC”) and natural-gas fired plant

in order to deem the site and route permits valid for a natural-gas fired plant. ...

NGCC specifications are conservative estimates as explained in the footnotes to

the table.
Id., p. 2.

Again, the wording is suspect. Excelsior’s use of “would plan” is very tentative. The
“coal gasification island” is the meat of this “innovative energy project” that was given the
legislative exemptions and benefits. If this natural gas plant, as proposed, is not a step towards
an “innovative energy project,” then the Innovative Energy Project statute is not applicable.
Minn. Stat. 216B.1694. Costs for an IGCC compatible natural gas power unit are higher than a
typical natural gas plant. Again, we don’t know what Excelsior Energy is proposing -- it must
disclose precisely what is proposed.

At the very least, the NGCC plant design EE proposes should be presented to the

Commission as an amended application so that IGCC compatible design and

actual air emission information from similar NGCC designs can be determined.

The types and quantities of such actual air emissions will be significantly

different, and almost certainly

greater, than the air emissions EE has assumed

In addition to comparing IGCC compatible and actual comparable NGCC

emissions, the application should contain an itemized NGCC facility cost and

emission estimate, indicating proposed equipment vendors, actual unit air

emissions, and an emissions data reference to assist the Commission in

determining more accurate air emissions estimates and whether the statutory

provisions for an "innovative" energy project still apply.
Exhibit A, Affidavit of Ron Rich, p.2, para.12-13.

This requires an amended application, with information sufficient to determine, with

certainty, that the natural gas plant proposed is one that could be converted to an IGCC plant.

Excelsior Energy is cannot avail itself of the regulatory perks of Minn. Stat. 216B.1694 until the



Commission has thoroughly reviewed Excelsior’s plans. After review of Excelsior’s statements,

Ron Rich, a professional in the industry, states that they are not indicative of a “shovel ready” or

99 ¢

“permit ready” “plan.”

I have concluded there is nothing unique or innovative about the NGCC plant EE
proposes. All the technologies EE proposes are typical for current NGCC plants.
There is nothing indicating that what EE proposes is IGCC compatible.

Exhibit A, Affidavit of Ron Rich, p.2, para.5.

If Excelsior Energy actually intends to apply for an air permit and construct a natural gas
plant that is a “subset” of a coal gasification plant, it will have to develop that information as part
of an air permit application, with costs, equipment and configurations specified. The
Commission should require Excelsior Energy submit an amended application, based on the Air
Permit application, for review and verification, basic due diligence on the part of the
Commission.

II. EXCELSIOR ENERGY MUST DEMONSTRATE THAT A COAL
GASIFICATION ISLAND CAN BE ADDED TO THE NATURAL GAS PLANT

Excelsior Energy has not demonstrated that its proposed natural gas plant is compatible
with coal gasification plant design.

EE implies that in the future an IGCC gasification island can be added to the NGCC
plant they propose. If so, the gas turbine and steam burner design would have to be
designed at the outset to accommodate IGCC syngas containing carbon monoxide
and hydrogen as well as natural gas. This compromise design requirement would
increase both plant cost and overall air emissions, except for NOx, compared with
current NGCC plant practice. Reasonable cost estimates for this dual function
design requirement must be disclosed. Such additional cost would by itself make
the EE plant uneconomic. If EE does not plan to utilize a design that can
accommodate IGCC syngas as well as natural gas, this should be disclosed at the
outset. A later conversion to an IGCC plant is not viable and EE should so

state.

Exhibit A, Affidavit of Ron Rich, p.2, para.11.

A discreet part of the Application, and review of the Application, requires a



determination that the project is indeed part of coal gasification plant, whether it is compatible
with a coal gasification, and whether it is a step toward an “innovative energy project.” The
Commission must make the determination of compatibility.

III. EXCELSIOR ENERGY MUST PROVIDE A POWER PURCHASE
AGREEMENT FOR REVIEW

An entire docket and several years were devoted to Excelsior Energy’s attempt to require
Xcel Energy sign a power purchase agreement for the IGCC plant. Excelsior Energy has not
disclosed the costs for this plant it is proposing. The Commission determination in the IGCC
docket was that coal gasification as proposed by Excelsior Energy was not a least cost option,
and in fact was excessively priced.

There is no known or disclosed Power Purchase Agreement for the energy generated by
this natural gas plant.

EE should also provide a power purchase agreement demonstrating a market for

the energy they want to produce and a reasonable probability of financial return.

This is particularly important since EE has been unsuccessful in obtaining such an

agreement in the past and because EE appears to propose nothing innovative to

distinguish its project from the hundreds of NGCC plants constructed in the last

20 years.
Exhibit A, Affidavit of Ron Rich, p.2, para.12.

What components are different for a natural gas plant compatible with coal gasification?
Is a coal gasification compatible natural gas plant cost comparable with a typical natural gas
plant? The Commission will have to determine the answers to these cost questions prior to a

determination that the statute is applicable to Excelsior Energy’s proposed project.

IV.  EXCELSIOR ENERGY’S DOE ASSISTANCE IS NOT APPLICABLE TO
NATURAL GAS UNITS



As a part of its due diligence, the Commission should review the costs of this project as well
as the DOE financial documents that are a part of the Power Purchase Agreement case'. This
lack of support could have an impact on whether the price of the natural gas generation would be
reasonable. Exhibit B, DOE EIS responses to Comments by Linda Castagneri and Ron
Gustafson.

The Cooperative Agreement does stipulate that DOE is not willing to share in the

acquisition costs of any fuel other than coal, unless proper written approval is obtained

from the DOE Contracting Officer.

Exhibit B, DOE EIS responses to Comments by Linda Castagneri and Ron Gustafson. Excelsior
Energy and the DOE executed a Notice of Financial Assistance Award, entered into the record in
the Power Purchase Agreement Docket.. Attached Exhibit C, DOE Notice of Financial
Assistance.

The Commission should also investigate whether approval to utilize solely natural gas is
being pursued by Excelsior Energy.

V. EXCELSIOR ENERGY DOES NOT QUALIFY FOR REGULATORY RELIEF

BECAUSE ENVIRONMENTAL REVIEW HAS NOT BEEN COMPLETED.

The Mesaba Project does not qualify for special treatment under 216B.1694, Subd. 3
because environmental review is not completed. Minn. Stat. §216B.1694, Subd. 3(b).
Environmental review is not complete until the DOE issues a Record of Decision (ROD).
It is still on the schedule of pending environmental review, attached as Exhibit D, noting “ROD
Schedule Uncertain.” Environmental review is not complete.

Further, there are environmental issues that Excelsior Energy has not addressed.
Regarding the natural gas plant:

To obtain the benefits of increased efficiency that traditional NGCC provides, NOx

' PUC Docket E-6472/PA-05-1993.



emissions are higher than EE estimates. The "Low-NOx" burners EE proposes lowers
plant efficiency and increases power generation cost and emissions of other pollutants.
EE's appears to have simply and inaccurately taken their previous IGCC emissions
estimates and reduced thern - not valid if natural gas is the sole fuel used.

EE seems to accept that high NOx emissions will result because they require the use of a
SCR system to reduce the high values they anticipate. SCRs require ammonia (NH3) to
operate and a portion of that ammonia "slips" through the SCR as an additional hazardous
air emission that EE appears to ignore - nowhere is it accounted for. Also, the catalysts
used in SCRs often require replacement, and as they age more and more NOx is emitted.
EE ignores these additional NGCC emissions concerns.

EE ignores completely the emissions of methane (CH4), every potent greenhouse gas, as
well as the other unburned natural gas hydrocarbons that would result from a natural gas
only fueled power plant. Such on-premises emissions come from pipe, valve and seal
leaks, plant startup and shutdown, and accidents. Such off-premises emissions come from
natural gas drilling, extraction, and pipeline leaks. These emissions would be
significantly increased compared with the IGCC facility they proposed earlier because
NGCC plant relies solely on natural gas for fuel- not just for startup and “backup".

Exhibit A, Affidavit of Ron Rich, p. 2, para. 7-9.
Additionally, there are additional environmental impacts not considered if the project is
solely fueled by natural gas:

EE does not mention or consider any environmental impacts from the new natural
gas pipeline that would have to be built solely to supply their proposed NGCC
plant(s). The previously permitted pipeline was designed to supply EE's IGCC
plant as well as Essar's taconite/steel mill and additional natural gas capacity for
Nashwauk, Minnesota's future industrial development. However, Essar (and
Nashwauk) have already selected another gas source and stopped pursuing the
permitted pipeline. Any gas pipeline built for EE now will not conform to the
previous pipeline permit information and assumptions. A new pipeline permit
would be required. And an EE only pipeline will be much more expensive for EE
alone to construct - further reducing EE's NGCC plant economic viability.

Exhibit A, Affidavit of Ron Rich, p. 2, para. 10.
The Commission must investigate the status DOE environmental review — a
determination regarding necessity of environmental review under Minn. Stat. §216B.1694, Subd.

3, is premature when DOE’s environmental review Record of Decision is pending.



VI. THE COMMISSION MUST EXERCISE DUE DILIGENCE BEFORE ANY
DERTERMINATIONS ARE MADE REGARDING EXCELSIOR’S
REQUESTS

Excelsior Energy has requested that the Commission confirm that the site and route permits

issued in March 2010 are deemed valid for a natural gas plant at the same site, and that no
additional environmental review is required. The Commission must exercise due diligence in
making any determination regarding Excelsior Energy’s proposal. Excelsior Energy must submit
an amended application for review and determination of whether Minn. Stat. §216b.1694, Subd.
3 applies to this project. Excelsior Energy must demonstrate that a coal gasification island can be
added to the natural gas plant Excelsior Energy must disclose costs of this project and provide a
power purchase agreement for review. Further, the Commission should consider that Excelsior

Energy’s DOE assistance is not applicable to natural gas units. Lastly, Excelsior Energy does

not qualify for regulatory relief because environmental review has not been completed.

June 29, 2012

Carol A. Overland #254617
Attorney for mncoalgasplant.com
OVERLAND LAW OFFICE

1110 West Avenue

Red Wing, MN 55066

(612) 227-8638

overland @legalectric.org
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Affidavit of Ron Rich
Atmosphere Recovery, Inc.
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AFFIDAVIT OF RONALD R. RICH

STATE OF MINNESOTA )
) ss.
COUNTY OF HENNEPIN )

Ronald R. Rich, after being duly sworn on oath, states and deposes as follows:

1. My name is Ronald R. Rich, and I am President of Atmosphere Recovery, Inc., located at
7632 Washington Avenue South, Eden Prairie, MN 55344,

2. Tam filing this Affidavit on behalf of mncoalgasplant.com and Citizens Against the
Mesaba Project, interveners and participants in the many dockets regarding Excelsior
Energy’s Mesaba Project.

3. Asan expert in air emissions, | have knowledge of coal gasification and natural gas plant
design that raises important issues that the Commission should consider.

4.  Thave reviewed the filings of Excelsior Energy regarding confirmation from the
Commission regarding Minn. Stat. §216B.1694, Subd. 3 including whether the proposed
plant is truly “innovative” and compatible with the coal gasification island and thus can
only rely on the overly favorable emission estimates provided by Excelsior Energy (EE) or
whether the actual emissions from the many similar standard NGCC facilities located
throughout the U.S. should be considered instead — requiring additional environmental
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review to more accurately assess the plant’s impact. More information is needed about the
specific components beyond simple identification of “Major process equipment” such as
“CTG/HRSG” or “cooling towers” to determine what emissions standards are appropriate.

5. Thave concluded there is nothing unique or innovative about the NGCC plant EE proposes.
All the technologies EE proposes are typical for current NGCC plants. There is nothing
indicating that what EE proposes is IGCC compatible.

6. EE’s recent response to the June gh Department of Commence comments indicates that EE
does not seem to consider that between 1990 and 2007, over 168,000 MW of NGCC
capacity was built at 345 plant sites - many in Minnesota from which actual air emission
data can be obtained for this type of plant.

7.  To obtain the benefits of increased efficiency that traditional NGCC provides, NOx
emissions are higher than EE estimates. The “Low-NOx” burners EE proposes lowers plant
efficiency and increases power generation cost and emissions of other pollutants. EE’s
appears to have simply and inaccurately taken their previous IGCC emissions estimates and
reduced them — not valid if natural gas is the sole fuel used.

8.  EE seems to accept that high NOx emissions will result because they require the use of a
SCR system to reduce the high values they anticipate. SCRs require ammonia (NH3) to
operate and a portion of that ammonia “slips” through the SCR as an additional hazardous
air emission that EE appears to ignore — nowhere is it accounted for. Also, the catalysts
used in SCRs often require replacement, and as they age more and more NOX is emitted.
EE ignores these additional NGCC emissions concerns.

9.  EE ignores completely the emissions of methane (CH4), a very potent greenhouse gas, as
well as the other unburned natural gas hydrocarbons that would result from a natural gas
only fueled power plant. Such on-premises emissions come from pipe, valve and seal leaks,
plant startup and shutdown, and accidents. Such off-premises emissions come from natural
gas drilling, extraction, and pipeline leaks. These emissions would be significantly
increased compared with the IGCC facility they proposed earlier because NGCC plant
relies solely on natural gas for fuel — not just for startup and “backup”.

10. EE does not mention or consider any environmental impacts from the new natural gas
pipeline that would have to be built solely to supply their proposed NGCC plant(s). The
previously permitted pipeline was designed to supply EE’s IGCC plant as well as Essar’s
taconite/steel mill and additional natural gas capacity for Nashwauk, Minnesota’s future
industrial development. However, Essar (and Nashwauk) have already selected another gas
source and stopped pursuing the permitted pipeline. Any gas pipeline built for EE now will
not conform to the previous pipeline permit information and assumptions. A new pipeline
permit would be required. And an EE only pipeline will be much more expensive for EE
alone to construct — further reducing EE’s NGCC plant economic viability.

11. EE implies that in the future an IGCC gasification island can be added to the NGCC plant
they propose. If so, the gas turbine and steam burner design would have to be designed at
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the outset to accommodate IGCC syngas containing carbon monoxide and hydrogen as
well as natural gas. This compromise design requirement would increase both plant cost
and overall air emissions, except for NOx, compared with current NGCC plant practice.
Reasonable cost estimates for this dual function design requirement must be disclosed.
Such additional cost would by itself make the EE plant uneconomic. If EE does not plan to
utilize a design that can accommodate IGCC syngas as well as natural gas, this should be
disclosed at the outset. A later conversion to an IGCC plant is not viable and EE should so
state.

12. At the very least, the NGCC plant design EE proposes should be presented to the
Commission as an amended application so that IGCC compatible design and actual air
emission information from similar NGCC designs can be determined. The types and
quantities of such actual air emissions will be significantly different, and almost certainly
greater, than the air emissions EE has assumed.

13. In addition to comparing IGCC compatible and actual comparable NGCC emissions, the
application should contain an itemized NGCC facility cost and emission estimate,
indicating proposed equipment vendors, actual unit air emissions, and an emissions data
reference to assist the Commission in determining more accurate air emissions estimates
and whether the statutory provisions for an “innovative” energy project still apply.

14.  EE should also provide a power purchase agreement demonstrating a market for the energy
they want to produce and a reasonable probability of financial return. This is particularly
important since EE has been unsuccessful in obtaining such an agreement in the past and
because EE appears to propose nothing innovative to distinguish its project from the
hundreds of NGCC plants constructed in the last 20 years.

Further your affiant sayeth naught.

: onald R. Ric

Signed and sworn to before me this
27th day of June, 2012.

Notary Public

J— ‘

o THOMAS M. SCHADEGG
¥ NOTARY pusucwmuues{o;gs

My Commission Expies Jan. 31, \

>R
oo L
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L
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Exhibit B

DOE FEIS Comments of Castagneri and Gustafson



(A 4"

53-01

53-02

53-03

Commenter 53 — Ron Gustafson and Linda Castagneri
January 8, 2008

Richard A. Hargis

U.S. DOE/NETL

PO BOX 10940

Pittsburgh, PA 15236-0940

Subject: Comments and Questions — DOE Draft EIS for the Mesaba Energy
Project (DOE/EIS-0382D)

| am requesting the following comments and questions be included in the record

regarding the draft EIS for the proposed IGCC demonstration plant to be sited in
Taconite Minnesota.

Chapter 5 Summary of Environmental Conseguences

5.1.2 Impacts of Commercial Operation

“If fuel needs of the combined-cycle unit need to be met or supplemented by
natural gas for continual operation then the demonstration of synthesis gas
production by coal gasification would be considered unsuccessful.”

How is this measured and by whom?

What process is used to monitor and determine whether the volume of natural gas
used is to be considered successful or unsuccessful?

| am requesting clarification of the Cooperative Agreement and the Draft EIS and
how the two documents are interrelated and how all items regarding use of natural
gas will be measured as appropriate under said agreements.

2.9 of the Cooperative Agreement — Cost Sharing — (Mar 2002)
Unallowable costs — DOE will not share in the acquisition
costs of any fuel other than coal, under this Clean Coal
Power Initiative, unless prior written approval is obtained from
the DOE Contracting Officer

The Minnesota Public Utilities Commission has determined the Mesaba Energy
Project is not in the best interest of the public due to its high cost of electricity.

What is the impact to rate payers if the demonstration is unsuccessful?

If the project is determined to be unsuccessful how does it impact the Federal
Government Loan Guarantees?

Solid Waste Disposal

What is the specific location of the “appropriate commercial landfill” to dispose of
unmarketable sulfur and or slag?

Responses
Comment 53-01
The DOE Cooperative Agreement calls for a 1-year operational
demonstration period under the CCPI Program. MEP-I, LLC, a project
company of Excelsior Energy, would be responsible for developing a
demonstration test plan, prior to the operational demonstration period,
executing the test plan, and providing formal reporting of progress
relative to executing the demonstration test plan to DOE. DOE would be
responsible for review and approval of the demonstration test plan to
ensure that the demonstration test program is adequate for evaluating
performance against programmatic success criteria, and for monitoring
the Recipient’s progress relative to the demonstration test plan. There is
no quantitative measure for the volume of natural gas that would
constitute a threshold for determining project success. It is expected—
and is not outside the realm of normal commercial practice—that natural
gas would be considered and used for plant processes outside of
continual operations; specifically, initial plant start-up, restart following
downtime for routine maintenance, or as a result of process upsets.
Otherwise, the gasification process is expected to produce syngas from
coal as the principal fuel. DOE programmatic objectives include
demonstrating the commercial readiness of clean coal technologies.
This does not preclude the consideration of accepted commercial
practices such as availability of an alternative/back-up fuel for the
purposes identified above. Therefore, use of natural gas solely for the
purposes identified above will not in of themselves result in an
unsuccessful demonstration. The Cooperative Agreement does stipulate
that DOE will not share in the acquisition costs of any fuel other than
coal, unless prior written approval is obtained from the DOE Contracting
Officer. The Recipient is required to provide information to DOE that
supports all costs submitted for DOE cost-sharing. DOE also reserves
the right to have the Recipient’s costs audited by DCAA.

Comment 53-02

A quantitative assessment of the impact to rate payers in the event the
demonstration is unsuccessful would depend on factors that are as yet
undetermined. The Minnesota Public Utilities Commission has not
approved any power purchase agreement or agreements, which would
contain provisions that would determine the impact to rate payers. An
unsuccessful demonstration could result in one of multiple possible
outcomes, including long-term commercial operation using a fuel other
than coal, application of lessons learned from an unsuccessful
demonstration leading to the subsequent long-term commercial
operation using coal as the primary fuel, or failure to operate the plant on
a commercial basis.
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Exhibit C

DOE Notice of Financial Assistance





























































































































































































Exhibit D

DOE Schedule of Environmental Review
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